URBAN DEVELOPMVENT PROGRAM
( GY- 0041)

EXECUTI VE SUMVARY

BORRONER AND Cover nment of Guyana

GUARANTOR

EXECUTI NG AGENCY: M nistry of Local Covernnent and Regi onal Devel opnent
( MLGRD)

AMOUNT AND SOURCE: | DB: US$20 mllion (FSO
Local counterpart funding: US$ 5 milion
Tot al : US$25 million

FI NANCI AL Anortization period: 40 years

TERVS AND Di sbursenent peri od: 5 years

CONDI Tl ONS: Interest rate: 1% first 10 years,
I nspecti on and supervision: 1%
Credit fee: 0. 5%

OBJECTI VES: The chief objective of the U ban Devel opnent Program
(UDP) is to inprove infrastructure and basic services
provision for the urban popul ation of Quyana. Mor e
specifically, the programw |l seek to: (a) support
reforns to address the institutional constraints
affecting Quyana's capacity to finance, operate,
mai nt ai n and expand urban infrastructure and services
on a sustainable basis, and (b) finance the rehabili -
tation of infrastructure and the reestablishnment of
muni ci pal services in the country's six urban
muni ci palities.

DESCRI PTI ON: The UDP here presented recognizes the critical

i nportance of rehabilitating urban infrastructure and
services, and thus proposes to finance these needed
i nvestments in CGuyana's urban centers. However, the
UDP enphasizes that such investnents nust be
acconpanied by efforts to pronote the sustainable
operation of services and the maintenance of the
infrastructure works; this can only be achieved
through a nunmber of changes at the nmunicipal and
central levels of CGovernnent. Therefore, to inprove
sustainability and help municipal authorities carry
out their legally-assigned roles in basic service
delivery, the proposed program will finance actions
to build nunicipal capacity and revenues, strengthen
the relevant central ministries to better support and
supervise local entities, and define nore clearly the
lines of responsibility and accountability between
the Central Government and the nunicipalities. The
project's two conponents are:

a. Technical assistance and institutiona
X urban municipalities and Central
): This conponent wll finance:

strengt h-
Gover nment agenci es

i. Technica
financi al nanagenent

assi st ance and training for
and pl anni ng; noderni zing | oca



;edures; and devel opi ng own-source revenue generation

ii. Strengthening Central Covernment capacities
act local governnent revenues and autonony. It will
or:

1. Property t ax assessnent reform

The UDP will finance the nodernization of the property

pl ete a conprehensive revaluation of property in the

Wrking with the Valuation Division of the Mnistry

P would undertake a series of activities in order to

t, self-sustaining assessnment organization that can

1 economically, timely assessnents and the collection
X target cities of the UDP.

2. Strengthening the M.GRD and nechani sns
ransfers (US$0.4 mllion): The conponent will finance
consulting services to assist in further defining
central, regional and nunicipal |evels of Covernment,
esigning and adopting predictable and transparent
tral Government transfers to nunicipalities, such as
le-sharing, transfers and co-financing. In addition,
unicipal level training efforts, training in municipal
t will be provided to the MLGRD, so that the mnistry
‘ovi de technical and managenent support to the town
life of the program

3. Strengthening the PEU (US$1.3 nmillion):

Program Executing Unit (PEU) in the MGRD, an

[ting firmwill be contracted to nmanage the execution

its, as well as advise and train PEU staff. Pr ogram

so be used to pay for part of the PEU staff and
ui prent purchases and a vehi cl e.

b. Investments in the rehabilitation of wurban
and services (US$19 nillion): This conponent will
e subprojects in the six municipalities, aimed at
urban services infrastructure. I nvestments wll
itation and nmaintenance of the municipal roads and
irks, the reconstruction of conmercial nmuni ci pal

as markets, abattoirs and stellings (or wharves), as
~ehabilitation of street lighting systens and the
e nuni ci pal governments' buil dings.

To best integrate the infrastructure rehabilita-

i npl enentation of the parallel policy reform and
itrengtheni ng nmeasures, the infrastructure investnments
| out in tw phases. During the first phase, enphasis

on those investnents that will provide for synergies
gramis institutional strengthening conponent and the
Here, the project wll focus on works linked to

isible revenue adjustnents, as in the case of narkets
and to those investnments which have inmediate
ct, such as inproved streetlighting and drainage
Road mai ntenance and repair works, on the other
inphasi zed during the programis second phase, in order
th the conpletion of the property tax revaluation
e introduction of a new property tax assessnment base.



RELATI ONSHI P OF
THE PRQIECT TO
THE BANK' S
COUNTRY AND

SECTOR STRATEGY:

ENVI RONVENTAL/
SOC AL REVI EW

BENEFI TS:

The operation fits well wthin the Bank's country
strategy in GQuyana C which enphasizes public sector
noder ni zation and inprovenents in financing and
resource allocation nechanisns Cin that it finances
infrastructure rehabilitation only in the context of
noder ni zati on  of public sector functions and
capabilities at the nunicipal and the central |evels.

It incorporates sector best practices in that it

enphasi zes: (a) the strengthening of rmunicipal
revenues, through the developnent of own-source
revenues as well as inter-governnental transfers;

(b) the inprovenent of financial nanagenent and
pl anning at |ocal government levels; (c) changes in
the revenue sharing arrangenents between |evels of
government, and (d) efforts to make |ocal governnent
nore responsive to conmunity needs and a nore
efficient and transparent provider of services.

The environnental inpact of the UDP will be strongly
positive. The projects to be financed will mtigate
or elimnate the negative environnental inpacts of
deteriorated infrastructures, and wll inprove or

elimnate unsanitary conditions in nmarkets, abattoirs
and small-scale waste collection and disposal
systens. Utimately, the UDP wll contribute to
attracting new econonmic activities to the cities and
foster urban devel opment in the coastal area. Most
of the negative inpacts expected from UDP projects
are predictable, temporary, localized and can be
mtigated through the application of st andar d
nmeasur es in engi neeri ng desi gn, pr ocur enment
constructi on, operation and maintenance. An
envi ronmental managenent system is included in the
program s operating regul ations.

Subproj ect selection has been based partly on an
i ntensive process of st akehol der consul tati ons
through nmeetings with the nunicipal authorities and
| ocal community groups, the regional admnistration
authorities and the Central Gover nient . The
prelimnary list of investnents for both phases of
program execution was analyzed to ensure its
environmental viability. Fi nal subproject selection
and design, now under way, is incorporating simlar
institutional and environmental appraisal criteria,
in order to ensure continuous stakehol der ownership
and support for the planned investnents, as well as
their environmental feasibility. The program al so
i ncl udes resources for social marketing efforts that
will enconpass  not only nmaintenance of t he
infrastructure investnents, but also the Iinkages
between public service delivery and the paynment of
taxes and user fees.

Ihe nost 1nmediate benefits wll derive trom the
infrastructure rehabilitation conponent .
Infrastructure and rmunici pal services wll be

improved in the six urban centers, to the benefit of
both urban dwellers and conmmuters from the adjacent
coastal areas. Wiile these investnents do not
specifically target | owincone groups, it is expected
that many of them C especially markets, drainage

rehabilitation, and sani tation works C will
particularly benefit |ower inconme segments of the
urban popul ati on. The inmprovenent of a range or

urban services will enhance the credibility of both
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| ocal and central governnent and, in turn, reinforce
the benefits of the program s capacity building and
reforminitiatives |isted bel ow

Ihe i nstitutional st r engt heni ng and techni ca
assi st ance conponent will have i mport ant and
interrelated benefits that wll contribute to
creating a stronger, nmore effective | ocal governnent:
a. The urban centers will have a stronger revenue
om a nore predictable transfer mechanism from centra
, especially, increased own-source revenues. The

eform in addition to inmproving the revenue stream
ot her benefits, anong them (i) a consistent approach
n of rmunicipal property based on uniformcriteria, as
fessional adm nistration of the process will encourage
, reducing incentives for tax evasion, and (ii) a
roach to property valuation in the major property
e eventual application of the valuation system on a

will benefit the developnent of the property and
ts in CQuyana.

b. Town councils wll have inproved adm nistrative
capacities, the result, anong others, of adopting
)cedures for financial managenment, reporting and

training, especially in financial nmanagenent; i nproved
ities and equipment; as well as better guidance and
m t he M_GRD

c. The wurban population will be better inforned
| participate in the decision-making from capital
1Is and local planning, in general. More transparent

and reporting will allow for greater accountability
d officials and instill a stronger sense of community

d. Mintenance of investnents wll inprove given
e systens and enforcenment nechanisns for fees and rate
Il as collection. Strengthening of the capacity of
)udget operating and maintenance costs wll also

nprove mai ntenance | evel s.

e. In the longer term increased rmunicipal revenue
i ntroduction of adequate financial admnistration and
ures, acconpani ed by inproved nunici pal nmanagenent and
could position the nmunicipalities to access Quyana's
al and capital markets.

Project risks stem chiefly from the conparatively
weak degree of developnment and consolidation of
institutional structures in Quyana.

First, the project faces the possibility that
i npl enenting capacities are i nadequate to execute the
different infrastructure investnments with the quality

required and in a timely rmanner;, avail abl e
supervision and inspection capacities could also
prove to be insufficient. Project design addresses

these risks, through the "bundling" of works during
the bidding process to achieve sizable packages of
i nvestments. This will provide the needed incentive
for r egi onal and extra regional construction
conpanies to participate in the project.

A second risk faced by the UDP is the possibility
that the nmunicipalities fail to properly operate and



SPECI AL
CONTRACTUAL
CONDI TI ONS

POVERTY
TARCETI NG

EXCEPTI ONS

TO BANK PCLI CY:

PROCUREMENT

maintain the rehabilitated infrastructure. This risk
is addressed by the programi s institutional strength-

eni ng conponent, in conjunction with the subproject
financi ng requirenents. Institutional strengthening
activities will foster the municipalities' financial

adm nistration and planning skills, thereby intro-
ducing the instrunents necessary to assess short and
medi um term funding requirenments for all investnents
to be undertaken.

The successful inplenentation of changes in the
property tax regime represents another area of risk.
G ven t he politically sensitive nat ure of
reassessing the tax base, revaluating properties on a
large scale and increasing absolute property tax
charges, the authorities might be reluctant to nove

as fast as the program antici pates. However, both
central mnistries and nunicipalities have expressed
enthusiasm for this initiative during program
preparation, recognizing its potential benefit for
both levels of CGovernnent. Progress in the
reval uation exercise wll be nmonitored closely

t hr oughout i npl enentation and especially at mdterm

Simlarly, delays by Governnent in identifying and
est abl i shi ng desi gnat ed sour ces for muni ci pa
financing, or adopting a revenue sharing nechanism
could affect the nunicipalities' income perspectives
and delay in turn the stabilization of their

financial position. Covernment has expressed its
wi |l lingness to open the dial ogue on these issues and
the UDP assigns resources to support the process. In

addi tion, the program execution nechani sm addresses
these risks by staging the civil works and Iinking
the stages to neasurable advances in the necessary
reformefforts, on an annual basis and particul ary at
m dterm

Condi ti ons precedent to first di sbursenent:

a. Establishnent of necessary bank accounts (see
b. Contracting of the nmanagenent consulting firm and
e PEU (see paragraph 3.4).

c. Presentation of final text of the programs
ations (see paragraph 3.12).

Condi ti ons during execution:

a. Mdterm review benchmarks, prior to executing
estments (paragraphs 3.22 and 3. 23).

b. Contracting of mninmm necessary staff at MGRD
year (paragraph 3.4).
No.

None.

I nt er nati onal prequalification and conpetitive
bi dding procedures will be required for the



contracting of civil works when the value of the
contract exceeds US$1 nillion. | CB procedures wll
al so be required for contracting consulting services
above US$200, 000; and for goods and services where
the value of the contracts exceeds US$250,000. The

Bank will carry out its supervision in an ex post
manner, in the cases of: (a) acquisition of goods
and related services, and for civil works below

US$250, 000, and (b) selection of contracting in the
case of contracts of US$50,000 equivalent, or |ess
for individual consultants, and US$100, 000 equi val ent
or less for consulting firns.



